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Adding Value with SAS No. 99
opportunities for clients—and therefore, opportunities for 
CPA firms. At our firm of approximately 100 professionals 
(Boston-based Vitale, Caturano and Company), we have 
rolled out SAS No. 99 on a large percentage of our audits. 
Overall, client response has been consistent and positive.
SAS No. 99 requires the auditor to assess the potential 
risk of fraud in two areas: financial reporting, and the 
misappropriation of assets. Compliance with SAS No. 99 
requires additional time, most of which is incurred during 
the preliminary or planning aspect of the engagement. The 
starting point of implementing SAS No. 99, typically, is 
the brainstorming session. During this session, the audit 
team brainstorms on the potential risks of fraud relative to 
the client and, in doing so, identifies 
the directional risk associated with 
that potential fraud. If, for example,
a client is interested in paying the least amount of taxes, 
the directional risk would be understatement because the 
client may be more likely to understate net income. 
Similarly, a public company client may need to achieve a 
specified earnings amount per share and therefore is more 
likely to overstate net income. The directional risk then 
would be overstatement. At minimum, the senior mem­
bers of the audit team, usually consisting of the audit part­
ner, manager, and senior associate, should participate in the 
brainstorming session. Note that if the client’s focus is 
more on tax return results than on financial statement 
results, it may be necessary to include the tax partner or 
manager in the brainstorming session.
If any staff is unable to participate, or if the engage­
ment team deems their participation inappropriate, the 
results of the brainstorming session should be downloaded 
to those team members. The reason is their awareness of 
the potential fraud risks is essential as they conduct their 
preliminary and year-end audit procedures.
After the brainstorming session, the auditors 
are required to interview several client personnel, 
both financial and operational. These interviews have 
several objectives:
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In implementing SAS No. 99, 
Consideration of Fraud in a Financial 
Statement Audit, auditors focus on 
compliance with professional stan­
dards. But implementation also 
offers CPA firms and their clients 
opportunities to work to improve 
companies' control environments 
to deter fraud.
By John Geraci, CPA
The Statement on Auditing Standards (SAS)
No. 99, Consideration of Fraud in 
a Financial Statement Audit 
(AICPA, Professional Standards,
vol. 1, AU sec.316), has created a stir in the accounting 
profession. Historically, professional standards required 
auditors to be aware of the potential risk of fraud, and to 
the extent of any indication that fraud could be occur­
ring within the organization, to report those findings to 
the appropriate client personnel. Now, under SAS No. 
99, there is a presumption by auditors that fraud is 
occurring within the client’s organization.
For a long time before the AICPA issued SAS No. 
82, which has the same title as and is superseded by SAS 
No. 99, CPAs held the position that audits cannot be 
relied upon to detect fraud in a client’s organization. 
Regardless of the requirements of SAS No. 99, many 
auditors still maintain that it is inherently difficult to 
detect fraud while performing a standard financial state­
ment audit. Nevertheless, the burden and ultimate 
responsibility of CPAs has been expanded under 
this pronouncement.
A silver lining
Although SAS No. 99 is a compliance matter facing audi­
tors, CPA firms and their clients should not view it merely 
as a requirement; this new pronouncement also presents
• To inquire about the key personnel’s knowledge of fraud 
and whether or not they believe it is occurring
• To inquire about the areas of opportunity for the occur­
rence of fraud based on the existing control environment 
and policies and procedures in place
• To gain an understanding of the attitudes of these person­
nel regarding fraud, as it relates to them and the duties 
they perform as well as to their perception of manage­
ment’s attitude on fraud
In most instances, the engagement partner and manager 
should interview senior management, and the audit manager and 
senior staff associate should interview less senior personnel.
Formulating fraud risks
Once the team has completed the brainstorming session and 
corroborated their assessment with the results of the inter­
views of key financial and operations personnel, the auditor 
must formulate specific fraud risks associated with financial 
reporting and misappropriation of assets. The auditor formu­
lates these risks based on the incentives and pressures, and 
opportunities and attitudes, and rationalizations specific to a 
client’s financial and operational environment. Some potential 
fraud risks originally identified during the brainstorming ses­
sion may be mitigated either by the client’s control environ­
ment or some other factor. Furthermore, a potential fraud risk, 
originally not identified during the brainstorming session, 
may subsequently be identified as a result of the interviews.
Ultimately, the combination of these procedures leads to 
the formulation of specific fraud risk statements that the audi­
tors must address during the course of their audit. For each 
specific fraud risk statement, the auditor should have designed 
an audit procedure that provides a reasonable, albeit not 
absolute, opportunity to identify a fraudulent transaction if 
one has occurred. When designing the procedures, the auditor 
must keep two things in mind:
1. Is the procedure intended to identify fraud in financial 
reporting or in the misappropriation of assets?
2. If fraud were occurring, could the aggregate amount of the 
fraud lead to a material misstatement in the financial state­
ments?
The materiality factor plays an important role in the SAS No. 
99 assessment. Some of the potential fraud risks that the engage­
ment team deems present at a particular client may be mitigated 
merely by the fact that the nature and size of the fraud, were it 
occurring, would not aggregate to a material amount.
Moving beyond compliance
Although the results of the interviews conducted are important 
to the auditor’s responsibilities under SAS No. 99, the owner or 
senior management may fail, at first, to recognize the benefits of 
the exercise to the company. However, with a slight modification 
in the manner in which you approach your client on these 
responsibilities, not only can you help them understand the new 
requirements under SAS No. 99, but also you may have them 
asking for more investigation (and perhaps even offering to pay 
the added costs of implementing SAS No. 99).
Many business owners sense that some impropriety is occur­
ring within the organization. They cannot take any action, how­
ever, because they lack evidence to support their intuition. 
Although our interviews may not necessarily reveal any fraudu­
lent acts, they can still add value. Generally, the auditor is not 
required to interview nonessential client personnel. Doing so, 
however, can frequently have a lasting positive effect on the 
organization. For example, every business owner or senior man­
ager can name several people within the organization who, if 
interviewed under the guise of SAS No. 99 compliance, would 
be quick to spread the word that someone is policing for fraud. 
Although the idea that the company has launched a fraud inves­
tigation is merely perception, because this audit will most likely 
remain an annual exercise by the auditing firm, it reminds the 
client’s personnel that they are expected to behave ethically and 
simultaneously demonstrates the owner’s or senior management’s 
commitment to this cause.
Clients who understand the potential benefits of the engage­
ment accept the additional costs resulting from SAS No. 99 
requirements and, as suggested, even request interviews of per­
sonnel who might otherwise not be interviewed. Our approach is 
that, before we can really begin to implement SAS No. 99, we 
must have a conversation with the owner or senior management 
to explain the requirements and obtain their buy-in. During 
such a conversation, you will recognize the point at which a 
client ceases to view this engagement as just another audit 
requirement, but instead realizes its intangible value.
A summary of results
Once the process is complete, it is important to close the loop 
with the owner or senior management by providing them with a 
summary of the results of the procedures that you performed. 
This summary should address not only the results of the inter­
views and whether or not any issues were identified, but 
also any specific items that the owner or senior management 
identified as important.
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Although SAS No. 99 does increase the work required of the 
auditor, its implementation is not as onerous as it first appears. For 
those engagements in which an appropriate level of preliminary 
work has been performed in the past, its implementation will most 
likely add between 12 and 20 hours per engagement. In cases in 
which preliminary work is inadequate, however, implementation 
time can more than double. To ease its implementation, the sup­
port of the owner or senior management is essential. By demon­
strating to them that the ultimate beneficiary of this new 
requirement is the organization, you will be better positioned to 
perform your additional procedures with the full cooperation of all 
client personnel, increase your realization on the additional work 
required, and provide an unexpected value-added service not previ­
ously contemplated by the engagement team.
John Geraci, CPA, is a manager with Vitale, Caturano & Company, 
Boston. He provides audit, tax, and business advisory services for a 
diverse client base spanning several industries.
Antifraud Efforts Focus on 
Internal Controls
According to a KPMG survey of executives at more than 
450 mid- and large-sized organizations, 75% experienced 
at least one instance of fraud in 2003. This is an increase 
of 13% from 62% in 1998. While employee fraud is the 
most prevalent type of fraud experienced by organiza­
tions, financial reporting fraud and medical/insurance 
fraud are the most costly. Financial reporting fraud more 
than doubled its rate of occurrence since the last survey, 
to 7% in 2003, up from 3% in 1998, with the average cost 
more than $250,000 per episode. The greatest percentage 
point increases since 1998 are in theft of assets and 
expense account abuse.
In response, organizations are taking both reactive 
and preemptive measures. They are responding to 
instances of fraud with investigations, employee dis­
missals, and legal action. In addition, the survey indicates 
that internal controls, internal audit, and notification by an 
employee are the three leading ways of uncovering fraud, 
with internal controls being the fastest-growing method. 
Among newly instituted programs, respondents cite 
"reviewing or strengthening internal controls" more fre­
quently than any other type of program. (Most organiza­
tions identify collusion between employees and third par­
ties as the most significant factor contributing to fraud.) 
These findings reflect a growing institutionalization of 
antifraud efforts.
You can access the complete survey through the 
AICPA Antifraud Resource Center (www.aicpa.org/ 
antifraud). To keep up to date on implementation of the 
Sarbanes-Oxley Act, go to www.aicpa.org. In the 
"Spotlight Area" on the upper right, you'll find a link to 
"Sarbanes-Oxley Act/PCAOB Implementation Central," 
along with a link to "State Activity Related to the 
Sarbanes-Oxley Act" 
approach you, as their CPA, for advice and guidance. Once 
you know the hows and whys of founder’s liquidity, you can 
help them make the right decisions, thereby expanding your 
role as a trusted adviser.
Founders of successful, later-stage businesses can use one of 
several ways to take a portion or all of their money out of the com­
pany. However, some options—including going public or com­
pleting a strategic sale—may require owners to step down before 
they are ready to turn over the reins or may, alternatively, require 
them to stay with the company for longer than they would like. 
Another solution, bank debt, can provide them with instant cash 
but not without exposing them to new financial obligations.
Armed with the right information, you can help your clients 
understand both the advantages and disadvantages of these com­
mon liquidity options and present them with the alternative of 
private equity. Often overlooked, private equity can provide 
substantial liquidity for founders while leaving them in control. 
Moreover, it enables them to grow the business toward a final 
liquidity event down the road that will deliver an additional sub­
stantial return on all those years of hard work and commitment.
Why clients need founder's liquidity
There are many reasons why you or your client may broach the 
subject of liquidity. For example, you may recommend it in 
order to take advantage of the Jobs and Growth Tax Relief and 
Reconciliation Act of 2003, which reduces the long-term cap­
ital gains tax from 20% to 15% until the end of 2008. 
Entrepreneurs who sell a small portion of their businesses for 
cash—and then achieve an initial public offering (IPO) or 
strategic sale later—have the chance to benefit twice from this 
lower tax rate.
Another important reason for liquidity is wealth diversifica­
tion. Many owners have a disproportionate amount of personal 
wealth tied up in their company. Turning some of that equity into 
cash and then spreading it across multiple investments reduces 
their exposure to economic fluctuations. It also enables them to 
take disciplined risks that are critical for growing their business 
without sacrificing personal wealth.
In addition, your client may seek liquidity to purchase a second 
home, add to an art collection, or begin to enjoy extended travel.
The decision to take cash out of the company could be 
driven by any of or a combination of these reasons.
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By Joseph F. Trustey
clients will face the difficult decision of how to turn 
those years of sweat equity into cash. They will likely





How to help clients take cash out of their 
companies—on their terms
Alternatively, your client may also want cash to invest back into 
the business itself.
Alternative options: IPOs, mergers, and bank debt 
Three common options for gaining additional liquidity are an 
IPO, a merger or strategic sale, and bank debt.
IPOs are more realistically an option for founders of larger 
and more mature companies. Today’s Wall Street underwriters 
tend to favor businesses with a market cap of at least $150 mil­
lion. These IPO candidates must also comply with stringent 
accounting and reporting regulations imposed by the Sarbanes- 
Oxley Act. Larger companies have the resources to overhaul their 
financial systems to meet compliance requirements, whereas 
smaller companies often do not.
Another road to liquidity is via a merger or strategic sale. 
The advantage of this strategy is an immediate payoff—with the 
business owner realizing 100% of the company’s current value. 
On the other hand, your client will have to give up some or com­
plete control and work with new management team members 
who may or may not see things the same way. Moreover, if the 
company goes through a subsequent final liquidity event, your 
client will not benefit from it because he or she will have already 
sold his or her interest in the business.
A third liquidity option, bank debt, works like a typical bank 
loan. The company founder can use either personal assets, such as 
real estate or the business itself, as collateral. The downside is 
that the loan must be repaid; if for any reason the borrower can’t 
repay the loan, the bank will foreclose. Furthermore, bank loans 
can be expensive. There are closing costs associated with process­
ing the loan as well as interest to be paid on the principal.
Liquidity without sacrifice
Owners who need liquidity yet want to stay in control of and 
continue to build their businesses should consider an important 
alternative to an IPO, merger, or bank debt, that is, a private 
equity investment. In essence, this alternative entails the sale of a 
portion of the company to a private equity firm. There is no 
need to give up control. In fact, many private equity firms insist 
that owners stay in place.
Furthermore, private equity is extremely flexible. Owners can 
sell as much of their holdings as they want, depending on how 
much equity they want to divest. In addition, the private equity 
partner will help the management team continue to grow the 
company, so a future liquidity event will net a larger payoff.
It’s important, however, to help your client understand that 
the benefits of a private equity investment go well beyond a cash 
infusion. In addition, founders gain a strategic business partner 
who offers objective advice and high-level guidance to accelerate 
growth, enhance management practices, and prepare the com­
pany for a final liquidity event down the road. Partners from the 
private equity firm will participate on your client’s board of 
directors and will offer connections to other prospective members 
with deep board experience. They will help fill key management 
positions with proven executives who have moved similar compa­
nies to market leadership. They will help your client develop the 
fiscal discipline and public company reporting systems that are 
critical to engaging potential buyers and underwriters. Private 
equity firms are also well connected to Wall Street and thus can 
lay the groundwork for successful liquidity events. If your 
client’s company grows closer to an IPO, for instance, private 
equity firms will provide carefill road show preparation, counsel 
on IPO pricing and timing, and important introductions to 
investment bankers.
Identifying a candidate for private equity
As a company’s CPA, you are in a prime position for determining 
whether it’s a good candidate for a private equity investment. You 
know the owner; you know the financials. Moreover, your client 
will share confidential information with you that he or she may be 
reluctant to share with others. Is the company financially stable? 
Does it have a strong balance sheet, and is it self-funding? Self­
funding is a particularly important criterion since it demonstrates 
discipline and sound business practices, which are important fac­
tors over the long term. The private equity firm will conduct its 
own due diligence but these are the initial qualifications it will 
expect your client’s company to meet.
Finding the right private equity firm
If you and your client decide private equity is a viable liquidity 
option to pursue, you’ll be ready for the next step, to identify an 
appropriate private equity firm.
Again, you can play a critical role by researching firms, 
drawing up a short list, and then serving as a financial liaison 
during the process. After all, the private equity firm will need 
a good deal of information and much of it will come through 
you. It is also important for you to stay involved throughout so 
that you can continue to represent your client’s business and 
personal financial goals.
Here are the main criteria for qualifying private equity firms. 
They should be at least 10 years old. Then you’ll know they are 
stable and have experience in both bull and bear markets. Make 
sure there is little or no turnover at the partner level and that they 
have proven experience in your client’s industry. Ask for specific 
case stories and listen for a willingness to be candid and forthright 
about the details. A good private equity firm will also be very 
clear about its role and your client’s role after an investment is 
completed.
As a CPA, you’re the professional best positioned to align your 
clients’ personal wealth goals with their business goals. By help­
ing them understand the options available and then taking the 
lead, you will continue to build your own value and role as a 
trusted adviser.
Joseph F. Trustey is a Managing Partner of Summit Partners, a lead­
ing global private equity and venture capital firm with offices in 
Boston, Palo Alto, and London. Mr. Trustey is based in Boston. 
Summit Partners has published a white paper, "Alternatives to Selling 
Your Company Outright: Options for Achieving Partial Liquidity 
While Staying Firmly in Charge." For a free copy of the white paper, 
please contact Summit Partners at financing@summitpartners.com.
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Internal Controls 
Have a Soft Side
Why human frailty can foil even sure-fire 
internal controls
I
nternal controls are hard and soft. The hard controls 
comprise policies, procedures, and systems. These hard 
controls set the “standards” so to speak. If employees 
comply with policies and follow the procedures, the 
objectives of the internal controls can be met.
The soft controls are simply the competence, attention, and 
integrity of the people in an organization whose oversight helps to 
prevent and detect fraud. This was the basic premise introduced 
by John J. Hall of Hall Consulting, Inc., Chicago, in a presenta­
tion at the AICPA National Conference on Fraud, October 2—3, 
2003 in Miami Beach, Florida. Along with Courtenay M. 
Thompson of Courtenay Thompson & Associates, Dallas, Texas, 
Hall offered “15 Reasons Internal Controls Break Down and 
What to Do about It.”
First among the 15 reasons is “the process mentality.” People 
with this mentality, according to Thompson, just go through the 
motions, the steps of the process, without thinking about what 
they’re doing. He cited, for example, his experience with one 
organization whose accounts payable system required three execu­
tive signatures before a payment was made. In this instance, 
because of their inattention, the signers failed to notice that there 
was no payee on the check. Thompson thinks that perhaps one or 
more of the signers may have noticed the lack of a payee on the 
check. They assumed, however, that because others signed off on 
payment, it was all right, and therefore didn’t question it.
The remedy for this reliance on process without thinking, 
Thompson advised, is for CPAs to educate clients (the execu­
tives) and to be aware of this mentality and its consequences 
when auditing.
Blind man's bluff
A second reason controls break down is blind trust. Managers may 
have too much faith in an employee, a faith often based on a rela­
tionship. The manager may have hired the person, trained him or 
her, or is related through family or some other kinship. Favored 
vendors are also sometimes given this blind trust. CPAs and their 
clients need to remember, Thompson says, that all fraud is done 
by those we trust and that trust is not a control.
Blindness, however, does not always result from unwarranted 
or even thoughtless trust. Sometimes it’s deliberate. Willful 
blindness, choosing not to see or acknowledge a breakdown in 
controls, is a third reason controls break down. Hall cited an 
example of management’s failure to question obvious red flags 
uncovered during an operational review of a distribution center. 
The number of units shipped per day and per shift was routinely 
charted. It was evident that during the period from December 26 
through December 31, on the third shift there were not only 
more shipments, but also more overtime and more losses than 
in prior years. Despite the obvious signs of possible wrongdo­
ing, the aberration was unquestioned. Hall also cautioned that 
CPAs are at legal risk if they choose to ignore such signs when 
working with a client.
Situational "un-" ethics
Sometimes wrongdoing goes unchallenged because of acceptance 
of the situation. Hall said that this failure may occur, for example, 
when managers rationalize not questioning suspicious or inappro­
priate activity by saying to themselves, “Who am I to tell them 
what they’ve been doing wrong? I just got here.”
Controls may break down because of “situational incompe­
tence.” According to Thompson, such incompetence may arise 
when a significant organizational change takes place related to 
technology or a transfer of employees. For example, a manager 
of an activity now being outsourced may be managing 
contracts instead of people. When he or she challenges the 
appropriateness of an activity or a contract element, the 
outsourcing firm may respond, “It’s standard in the industry.” 
Inexperience may influence the manager’s acceptance. The 
outsourcer’s response, says Thompson, may not be a sign of 
fraud, but of trouble in the arrangement.
Me first
Controls often break down because firm members put their 
needs before those of the organization. Subordination of needs 
is one of the most prevalent causes of such breakdowns. 
Thompson cited an example of a salesperson who generated 
sales of $250,000 per quarter for three quarters. The checks 
received as evidence of sales would be identified later as “sent 
by mistake.” However, reports of the stellar sales performance 
went up the organization’s hierarchy without question. Why? 
This was good news for those who would also gain bonuses 
because of the salesperson’s outstanding performance.
“Positional immunity,” another reason, similarly is based in 
the perpetrator’s putting his or her needs before the organization’s. 
The rationalization for such behavior often is “Because of who I 
am, the rules don’t apply to me.” Executives’ use of the corporate 
jet to send children to college or to go on vacation are typical 
examples of such indifference. Hall cited an example of an execu­
tive who used the corporate jet to travel from the U.S. to London 
and kept it on call to avoid having to wait to return. Clients need 
to be made aware of how such behavior sets an example that 
encourages fraud in the organization.
Ignorance is remiss
Another reason controls break down is ignoring the fraud impli­
cations of policies and procedures. The reason managers may 
ignore these is that they simply don’t know the implications. 
They don’t know what they can and cannot ignore. Hall advises 
CPAs to assume managers and auditors may not know why 
certain policies and procedures provide controls to prevent and 
detect fraud and other wrongdoing.
February 2004 The Practicing CPA 5
Ignoring the fraud implications of reports is also a reason 
controls break down. For example, a report indicating an area is 
significantly over budget may be sending a signal that fraud is 
occurring. Behavioral indicators of fraud should not be ignored 
either. An employee living in a manner incongruous with 
his or her salary and without another explanation may be 
worth investigating.
Lack of time and information
Controls also break down when those responsible for exercising 
them fail to do so. Lack of time to do the control procedures may 
cause a control to fail. In such circumstances, those responsible 
may retreat to the process mentality cited above in the discussion 
of the first reason, which focuses on going through procedures 
without paying attention to what is in fact transpiring. 
Employees, knowing how very busy the responsible person is, 
may see this as opportunity to push through approvals for inap­
propriate or fraudulent transactions.
Controls break down too because responsible employees lack 
information they need to assure the transactions are proper. For 
example, an approver may make payments without access to 
related contracts or may approve an invoice written in a foreign 
language that he or she doesn’t understand.
Human frailty
Failure to enforce documentation requirements or to question 
“the strange, odd, and curious” is another reason controls 
break down. Such failure can often be explained by the four­
teenth reason, conflict avoidance. Those responsible for seeing 
that employees comply with control policies and procedures 
may be reluctant to confront employees whose performance is 
poor or whose attitude is lackadaisical. If employees are 
adequately trained, directed, and supervised in their jobs, 
those who oversee them need to accept their responsibility not 
to tolerate poor performance.
Ethical, professional management sends a message down to 
all employees that they are expected be ethical and responsible in 
maintaining and applying internal controls. Fostering such a 
culture in an organization helps to deter fraud and other wrong­
doing. Unfortunately, even in an organization that fosters ethical 
and responsible behavior, CPA consultants and their clients need 
to remember what Hall and Thompson offered as the fifteenth 
and final reason internal controls break down: “Those responsi­
ble for the control procedures or oversight are crooks!”
Letters to the Editor
The Practicing CPA encourages readers to write 
letters on practice management and on published 
articles. Please remember to include your name and 
telephone and fax numbers. Send your letters by 
e-mail to pcpa@aicpa.org.
The Successful Practice Leader
A
 practice leader in a CPA firm requires a unique set 
of leadership skills and attitudes. Unlike his or 
her counterpart in other corporate or business 
structures,
a CPA practice leader By Cheryl Leitschuh, Ed. DJ. 
manages a highly tal­
ented group of like-minded professionals who know what to do 
but need leadership to stay motivated and focused. Much like 
the trainer of a group of thoroughbred horses, a practice leader's 
job is to motivate team members to run a winning race.
Three distinct mindsets are necessary to become a CPA 
practice leader:
1. Have your game perfected.
2. Have a strong desire and willingness to focus on other 
people and their success.
3. Use practice leadership skills consistent with a “let me 
help” attitude rather than a “follow me” attitude.
Perfecting your game
Since your job as CPA practice leader is motivational develop­
ment of others, you need to ensure that your energy and enthusi­
asm are contagious. Spreading your “energy virus” to your CPA 
practice team is the first step for professional talent development.
Tip: Answer these questions: Are you excited about what 
you do every day? Do you look forward to your work? Are 
you clear on the talents you bring that influence your success?
Focusing on others' success
Many CPA practice leaders find it challenging to shift from 
creating their own success to recognizing success through the 
results of others. An individual contributor has a direct impact 
on revenue and profitability. A CPA practice leader achieves 
revenue and profitability by managing other people’s drive, 
energy, enthusiasm, passion, and ambition. This means you 
no longer have direct impact on the results.
Tip: Once you understand your practice passion and focus, 
you need to understand each team member’s talent, passion, 
and focus. Do you have the technical people skills to do so? 
How do you know?
Leading by helping
Practice leadership skills consistent with a “let me help” 
attitude versus a “follow me” attitude. This requires the skills 
to influence others without domineering. The army sergeant 
approach will only alienate and de-motivate the typical 
CPA professional. And, trust me, nothing is worse than a 
thoroughbred who refuses to perform?
Tip: Which is your natural leadership style “Let me help” 
leaders need to enhance their performance management skills 
to succeed. “Follow me” leaders need to learn coaching skills 
to direct their team to more effective results.
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Cheryl Leitschuh, The Coach, is founder of CPACoaching, a profes­
sional practice development coaching firm. She can be contacted at 
Cheryl@CPACoaching.com.
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New Resource to 
Use with Client 
Audit Committees
T
he AICPA Audit 
Committee Toolkit was 
created by the AICPA to 
help audit committees do 
the job they need to do. The toolkit 
contains a variety of programs, check­
lists, matrices, questionnaires, etc., that 
were designed to help audit committees 
understand and execute their responsibil­
ities. Hopefully, if audit committees are 
using the toolkit, they will catch prob­
lems that will help avoid similar finan­
cial reporting problems. The toolkit is 
for all organizations, whether publicly 
traded, privately held, not-for-profit, or 
other public interest entity.
To date, approximately 25,000 
copies are in circulation. The toolkit is 
the most visible piece of a larger 
effort called the Audit Committee 
Effectiveness Center, an on-line center 
accessible through www.aicpa.org. 
Each tool in the toolkit is available in 
the on-line center in various formats 
including MS Word, so users can 
download and customize it for use in 
their own organization. Permission is 
granted without charge, but users are 
asked to give attribution to the AICPA.
Audit and Compilation 
& Review Alerts 
CD-ROMs
T
his year PCPS is offering 
members discounts on 
two important CPE 
tools, namely, the General 
Audit Risk Alert—2003-2004 Audit 
Season Preview (CD-ROM) and 
the Compilation & Review Risk 
Alert—Strategic Briefing (CD-ROM). 
These materials are absolutely essen­
tial for engagement planning, and we 
believe strongly that firms should take 
advantage of these self-study courses 
in their practices. For each course 
purchased, your firm receives:
• Electronic copy of the applicable 
2003-2004 Risk Alert
• Archive CD-ROM of the original 
Webcast with CPE self-study course 
material
• PowerPoint slides
For information on how to order, 
PCPS firms can visit www.pcps.org/ 
membership/benefits.html.
Is SOX 404 




CPS is sponsoring a series 
of articles on Sarbanes- 
Oxley Section 404 (SOX 
404) written by Michael 
Ramos, author of How to Comply with 
Sarbanes-Oxley Section 404: Assessing the 
Effectiveness of Internal Control. The 
first piece, “SOX 404 Consulting: 
Where to Begin...” is currently 
posted on www.pcps.org. Just click 
on the article title in the “Hot News” 
section to download it and learn 
more about launching a SOX 404 
consulting practice.
Understanding the 
Hazards of the 
Cascade Effect
I
s your state considering imple­
menting Sarbanes-Oxley type 
legislation? Are you interested 
in advocating for CPA firms?
Want to educate your employees 
about the SOX cascade and the practi­
cal impact it could have on your firm? 
PCPS and the AICPA are pleased to 
present the Second Edition of “A 
Reasoned Approach to Reform,” an 
overview of state issues related to the 
Sarbanes-Oxley Act of 2002. This 
document replaces the first edition 
distributed in January 2003.
This document can be used to edu­
cate members, state legislators, regula­
tors, and executive branch officials on 
the implications of imposing Sarbanes- 
Oxley provisions at the state level. The 
Second Edition includes modifications 
to the Audit Partner Rotation, State 
Board Composition, and Peer Review 
Issue Briefs. In addition, an issue brief 
on Professional Ethics has been added. 
Visit www.pcps.org and click on the 




he PCPS MAP Networking 
Groups are planning Spring 
meetings. These meetings 
provide a forum for in-depth 
practice management discussions and an 
exchange of information on firm opera­
tions and professional issues. Each group 
is tailored to a specific firm size so that 
members can take advantage of the valu­
able knowledge and experience of their 
colleagues and share their own problems 
and solutions. Meeting dates and loca­
tions follow:
• Small Firm Network Group (for 
firms with 1-9 CPAs) - May 6 & 7, 
Chicago, IL
• Medium Firm Network Group (for 
firms with 10-24 CPAs) -June 24 
& 25, New York, NY
• Large Firm Network Group (for
firms with 25-49 CPAs) - May 13 
& 14, location TBD
Please call l-800-CPA*FIRM for 
more information.
February 2004 The Practicing CPA
PCPS
THE AICPA ALLIANCE FOR CPA FIRMS 
Update
8 The Practicing CPA February 2004
Doing Business on eBay
CPA firms and their clients may want to take 
advantage of the eBay (www.ebay.com) expan­
sion into business-to-business.
I
f you think that the online auction site eBay is a virtual flea 
market of mom-and-pop businesses selling tchotchkes and 
baseball cards, you need to update your thinking. eBay is 
an important distribution channel for several major compa­
It is easy to understand the attraction for both buyers and sell­
ers. Sellers can dump excess inventory quickly and profitably, and 
buyers get deals like the one I found recently. A brand new copy 
of Adobe Photoshop 7.0 could be purchased (not bid on) on eBay 
for $329. Compare that to the $609.00 cost when purchasing 
from Adobe.com. eBay has launched an ad campaign to tell busi­
nesses how it can help them buy and sell products in bulk online, 
so expect the business side of eBay to take off.
Eva M. Lang, CPA, ASA, is chief operating officer of the Financial 
Consulting Group, Memphis, an alliance of business valuation and 
consulting firms in the U. S. She is co-author with Jan Davis Tudor, 
MLIS, of Best Websites for Financial Professionals, Business 
Appraisers, and Accountants (Hoboken, NJ: 2003), John Wiley & 
Sons, which is available through CPA2Biz.com
PCPS, an alliance of the AICPA, represents more than 
6,000 local and regional CPA firms. The goal of PCPS is 
to provide member firms with up-to-date information, 
advocacy, and solutions to challenges facing their 
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nies including IBM, Hewlett-Packard, 
Dell, and Sun Microsystems, who 
market to businesses. Last year, sales to
small businesses totaled more than $1 billion, prompting eBay to 
open a business-to-business site at http://pages.ebay.com/busi­
nessmarketplace. Thousands of high-volume operations have 
signed up to use a new tool designed by eBay and Accenture to 
help business customers sell idle assets, excess inventory, and 
returned products on this site. In fact, Accenture started a consult­
ing group that advises businesses on how to sell through eBay 
(http://www.connectiontoebay.com) to capitalize on the tremen­
dous growth in this distribution channel.
By Eva M. Lang, CPA, ASA
